KEEGAN, WERLIN & PABIAN, LLP

ATTORNEYS AT LAW
265 FRANKLIN STREET
BOSTON, MASSACHUSETTS O2110-31 13 TELECOPIERS:

G177 951- 1354
S17)95E-1 400 (S1719851-0586

December 7, 2004

Mary L. Cottrell, Secretary

Department of Telecommunications and Energy
One South Station, 2™ Floor

Boston, MA 02110

Re:  D.T.E. 04-118, Boston Edison Company, Cambridge Electric Light Company,
Commonwealth Electric Company, NSTAR Gas Company — 2005 Pension
Adjustment Factor Filing

Dear Secretary Cottrell:

Boston Edison Company (“Boston Edison™), Cambridge Electric Light Company
(“Cambridge™), Commonwealth Electric Company (“Commonwealth) and NSTAR Gas
Company (“NSTAR Gas”) (together, “NSTAR” or the “Companies™) hereby submit an
original and nine (9) copies of their 2™ annual Pension/PBOP Adjustment Factors
(“PAF”) for effect January 1, 2005 (the “Filing”). The Filing is being made in
accordance with the Department’s order in Boston Edison Company/Cambridge Electric
Light Company/Commonwealth Electric Company and NSTAR Gas Company, D.T.E.
03-47-A (2003). The Filing applies the methodology set forth in the Companies’ first
annual true up filing, dated December 1, 2003, in D.T.E. 03-47.

The proposed PAFs to become effective on January 1, 2005 are as follows:

Company Pension Adjustment Factor
Boston Edison Company $0.00059 per kWh
Cambridge Electric Light Company $0.00122 per kWh
Commonwealth Electric Company $0.06121 per kWh

| NSTAR Gas Company ' $0.0134 per Therm

Consistent with the design of the Company’s Pension/PBOP Adjustment
Mechanism, the Filing includes actual pension/PBOP cost data for September through
December 2003, part-actual/part-forecast data for 2004 and forecasted kilowatthour and
MMBTU sales for 2005. The Companies propose to update the Filing in the spring of
2005 to provide actual year-end data and to allow a final reconciliation for 2004.
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Included with the Filing is the prefiled testimony and exhibit of Christine L.
Vaughan, Manager of Regulatory Requirements for the regulated operating companies of
NSTAR. Ms. Vaughan’s testimony provides a description of the methodology used by
the Companies to calculate the proposed Pension/PBOP Adjustment Factors for effect
January 1, 2005.

Any correspondence with regard to this filing should be directed to the following:

Robert Keegan Tam Ly

Stephen August NSTAR Electric and Gas Company
Keegan, Werlin & Pabian, LLP 800 Boylston Street

265 Franklin Street Boston, MA 02199

Boston, MA 02110 Tel: (617)424-2074

Tel: (617) 951-1400 Fax: {(617)424-2733

Fax: (617)951-1354 Tam_Ly@nstaronline.com
rkeegan@kwplaw.com

sangust@kwplaw.com

Thank you for your attention to this matter.
Sincerely,

/éoé@,f ﬁ / (Wjﬂq

(shAd)
Robert J. Keegan

Enclosures

cc: Caroline Bulger, Hearing Officer
Joseph Rogers, Assistant Attorney General
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D.T.E. 04-118

INTRODUCTION
Please state your name and business address.
My name 1s Christine L. Vaughan. My business address is 1 NSTAR Way,

Westwood, MA 02090.

By whom are you employed and in what capacity?

I am Manager of Regulatory Requirements for the regulated operating companies
of NSTAR. In this capacity, I am responsible for all regulatory filings concerning
the financial requirements of Boston Edison Company (“Boston Edison”),
Cambridge Electric Light Company (“Cambridge”), Commonwealth Electric
Company (“Common\&ealth”) and NSTAR Gas Company (together, “NSTAR” or

the “Company™).

Please summarize your educational background.

I graduated from McGill University in Montreal, Canada in 1990 with a Bachelor
of Engineering Degree and from Yale University in New Haven, CT in 1998 with
a Masters Degree in Business Administration. Additionally, I have earned the

right to use the Chartered Financial Analyst designation.
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Please summarize your business experience.

I worked as a management consultant for five years at Arthur D. Little and at
Charles River Associates, a company that purchased a portion of Arthur D. Little.
In this capacity, I assisted clients with financial issues such as acquisition support
and asset privatization. 1 also helped clients develop long-range strategic plans
and assisted them with market analysis. Prior to my consulting experience and

my MBA, I worked for six years at DuPont and BASF as a development engineer.

Please describe your present responsibilities.

As Manager of Regulatory Requirements, I am responsible for directing the
preparation of financial data required for regulatory filings and serve as the
Company’s financial requirements witness. My responsibilities currently include,
among a variety of other financial services, the reconciliation of NSTAR’s

Transition Charge filings and the Company’s Pension Adjustment Factor.

Have you previously testified before any regulatory body?

Yes. I offered testimony at the Federal Energy Regulatory Commission (the
“FERC”) in Docket No. ER05-69-000 on behalf of Boston Edison relating to the
modification of the Company’s Tariff 8 chiefly to permit the inclusion of 50% of
construction work in progress in rate base. I am also concurrently sponsoring

testimony in D.T.E. 04-113, Boston Edison’s Transition Charge filing for 2005,
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and in D.T.E. 04-114 Cambridge’s and Commonwealth’s Transition Charge filing

for 2005.

PURPOSE OF TESTIMONY

What is the purpose of your testimony?

My testimony addresses the Pension Adjustment Factor (“PAF™) filing for the
Company for 2005. My testimony provides support for the Company’s request
for approval of the proposed Pension Adjustment Factor (“PAF”) to become
effective January 1, 2005. This filing also provides the initial true up for the 2004
Pension Adjustment Factor, including 2003 PAM actual expenses, and presents
an estimate of such expenses and revenues for 2004. However, NSTAR is not
requesting approval of the 2004 true-up at this time. Similar to the practice with
Transition Charge filings, once all 2004 data is finalized, NSTAR will make a
final 2004 reconciliation filing that will fully account for all costs and revenues
since the implementation of the PAF. At this time, NSTAR is seeking only
approval of the 2005 PAF for billings effective January 1, 2005.

Please explain the requirement for PAM Reconciliation.

The PAM, as approved by the Department in D.T.E. 03-47-A, is designed to
reconcile the annual expense amounts booked by the Company for pension
benefits and post-retirement benefits other than pensions (“PBOP”) in accordance

with Statement of Financial Accounting Standards No. 87 (“SFAS 87”) and the
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Statement of Financial Accounting Standards No. 106 (“SFAS 106™) with the
annual expense amount included in the Company’s base rtates. The PAM
establishes a separate, annual rate adjustment for each distribution company and
will ensure that customers pay no more and no less than the amounts actually

needed to provide appropriate pension and PBOP benefits to the Company’s

employees.

Please describe the exhibits included as attachments to your testimony.

In addition to this testimony, NSTAR-CLV, I sponsor Exhibit NSTAR-CLV—I,
which is a four-page exhibit that summarizes the development of the Company’s
proposed PAF for 2005 based on a preliminary reconciliation of PAM expenses
for the period September 1, 2003 through December 31, 2003, a forecast of
pension and PBOP expenses and revenues for 2004, which include nine months of
actual values and three months forecasted values, and a forecast of kWh and

MMBTUs for 2005.

BACKGROUND OF NSTARs PAM CHARGE

What is the purpose of the Company’s PAM?
In 2003, the Department approved a PAM, which allows the Company to
establish an annual reconciliation factor to recover the portion of the Company’s

annual pension and PBOP expenses that are not being recovered annually through
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the Company’s base rates. The PAM was implemented because the Department
found that amounts required to be booked by the Company for pension and PBOP
expense pursuant to SFAS 87 and SFAS 106 were based on complex calculations
that tended to exhibit a level of volatility that was not easily reconciled with
pension/PBOP amounts traditionally included in base rates. The PAM is an
improved ratemaking approach that will allow for the recovery of pension and
PBOP expense in an objective, standardized manner in which customers pay no
more and no less than the amounts incurred by the Company to meet its pension
and PBOP obligations. As approved by the Department, the Company is required
to file an annual reconciliation of its SFAS-determined pension and PBOP

expense for the prior calendar year for effect beginning January 1% of each year.

When did the Company’s PAM charge first become effective?
With Department approval, the Company instituted its first PAFs on January 1,

2004 as follows:
Company PAF
Boston Edison ~ $0.00089 per kWh
Cambridge $0.00124 per kWh

Commonwealth  $0.00076 per kWh
NSTAR Gas $0.0075 per Therm

These rates were designed to recover the difference between the Company’s

pension and PBOP expenses and the amount being recovered in disiribution base
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rates for the last four months of 2003 and also provided for recovery of previously
authorized deferrals for Boston Edison and Cambridge. In addition, the PAFs
include carrying charges on the company’s average prepaid pension and PBOP
balances. The Company’s 2004 PAF rates can be found on the Company’s
Compliance Filing in DTE 03-47-A at page 1, line 36, as filed on December 1,

2003.

What is the Company’s proposed PAF for the year 20057
The proposed PAFs to become effective on January 1, 2005 as shown on Exhibit

CLV-1, page 1, line 33, are as follows.

Company PAF

Boston Edison $0.00059 per kWh
Cambridge $0.00122 per kWh
Commonwealth  $0.00121 per kWh
NSTAR Gas $0.0134 per Therm

Are there any notable differences between the methodology used to compute
the proposed PAF for 2005 and the methodology that was used last year?

The basic structure continues to follow the methodology employed in the
Company’s PAM Compliance Filing. The PAM, as approved by the Department
in D.T.E. 03-47-A, is intended to allow NSTAR to recover actual Pension and
PBOP expenses incurred above the level included in base rates, and to provide the
Company a carrying charge on the Company’s prepaid and unamortized

pension/PBOP balances.
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CALCULATION OF THE PROPOSED PAF

Please describe the categories of PAM costs,

The Company’s PAM reconciliation factor consist primarily of two components:
(1) a Reconciliation Adjustment Component and (2) a Carrying Charge
Component. The Reconciliation Adjustment Component is designed to recover
the difference between the amount of pension and PBOP expense thaf is included
in the Company’s base rates and the amount booked by the Company for pension
and PBOP expense pursuant to SFAS 87 (pension benefits) and SFAS 106 (post-
retirement benefits other than pensions). The Reconciliation Adjustment
Component is recovered from customers through a three-year amortization, which
is intended to “smooth” the amount of change reflected in the annual adjustment

factor from one year to the next.

The Carrying Charge Component recovers a carrying charge on: (1) the net
average prepaid pension and PBOP balances for the year and (2) the Company’s
unamortized Reconciliation Component (“Reconciliation Deferral”). Because the
level of pension and PBOP expense must be “realized” each year, carrying
charges are applied to unrecovered balances to ensure that the Company is
compensated for the time value of money. Pursuant to the Department’s Order in
D.T.E. 03-47-A, the Company applies an after-tax carrying charge rate of 8.16

percent to each of the Company’s four distribution companies.
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Q. How did the Company develop its proposed PAF to become effective on
January 1, 2005?

A. The proposed 2005 PAF is developed in Exhibit NSTAR-CLV-1, which reflects
the most current information available. The PAM costs to be recovered in 2005
(Exhibit NSTAR-CLV-1, Line 31) are divided by the forecast of 2005 retail billed
sales on Line 32 to arrive at the nominal PAF shown on Line 33.

EXHIBIT NSTAR-CLV-1

Q. Please describe the Exhibit NSTAR-CLV-1.

A. Exhibit NSTAR-CLV-1 represents the update to the Transition Charge and is
made up of the following four pages:

Page Description

1 2005 Pension Adjustment Factor Calculation based on actual

amounts for 2003 and a combination of actual and forecast
amounts for 2004.

2 2004 Pension Adjustment Factor Initial True-Up, a true-up of
actual 2003 amounts with previously forecasted 2003 amounts as
well as the preliminary reconciliation of 2004 amounts.

3 Recoverable Pension and PBOP Plan Expenses for 2004
{forecasted).

4 Recoverable Pension and PBOP Plan Expenses for 2003.
Q. Please explain Page 1, the PAF Calculation for 2005.

A. Page 1 calculates the PAF for 2005 for each distribution company. The PAF
formula is uniform for all the NSTAR companies, so the description of its

calculation below applies to each company unless specifically noted otherwise.
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As noted previously, the PAF calculation is essentially in two parts. Lines 1
through 7 of this page calculates the Reconciliation Adjustment by starting with
the Unamortized Reconciliation Deferral for 2003 on line 1, which includes the
sum of the Unamortized Reconciliation Deferral at December 31, 2002 (page 2,
line 1) and the Unamortized Reconciliation Deferral at December 31, 2003 (page
2, line 4) less the Reconciliation Adjustment for 2003 (page 2, line 6). Line 2
calculates the amortization for these balances which are on their second year of a
three year amortization.

Line 3 shows the Company’s actuarially determined pension and PBOP forecast
expense for 2004, and is calculated in accordance with SFAS 87 and SFAS 106,
and adjusted to remove the non-utility business portion and the transmission
component. This amount is detailed on Page 3 of Exhibit NSTAR-CLV-1. Line
4 shows the amount of Pension and PBOP expenses currently recovered
distribution base rates. Since none of the NSTAR companies have had a change
in their base distribution rates since the Company’s first PAM filing in December
2003, the total amount of Pension and PBOP expenses currently recovered in the
Company’s base distribution rates remains unchanged from the Company’s
December 2003 Compliance Filing. Line 5 calculates the difference between the

2004 pension and PBOP expense and that collected in rates.
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Years included in the Reconcilation Component
I Pension Adjustment Factor
2004 2005 2005 2006
n
N
2002
Unamortized Reconciliation Deferral
at 12.31/2002
t
2003

Ibifference between Pension & PROP expense
and amount collected in rates
(September to December only)

2004
Difference between Pension & PBOP expense
and amount collected in rates

Y]

In the case of the NSTAR Electric Companies, the Company recovers a portion of
its Pension and PBOP expenses related to the ?ransmission function from its
transmission customers through the Company’s Transmission Tariff. For
purposes of calculating the PAF, the NSTAR Electric Companies have removed
transmission related Pension and PBOP cexpenses and their corresponding
transmission revenues from lines 3 and 4. Thus the reconciliation deferral on line
3 represents only distribution related Pension and PBOP costs.

The 2004 Reconciliation Amortization on line 5 is calculated by dividing the
value on line 4 by three to determine the first year of a three-year amortization
period. The total reconciliation adjustment for 2005 rate purposes is obtained by
adding the portion of the 2002, 2003 and 2004 reconciliation amortization and is

shown on line 7 and pictorially demonstrated in Figure 1.
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Please explain the Carrying Charge calculation on Page 1 of Exhibit NSTAR-
CLV-1.

The Carrying Charge Calculation is calculated on lines 8 through 25 and includes
two components: (1) a carrying charge on the Company’s pension and PBOP
prepaid amounts; and (2) a carrying charge on the Company’s Existing Deferral

Balance.

As described above, in D.T.E. 03-47-A, the Department established the allowed
cost of capital at 8.16 percent after tax. See D.T.E. 03-47-A at 44-45. To realize
this afier tax carrying charge, the company calculated the pre-tax rate by
“grossing up” the equity component of this return by the reciprocal of the 39.225

percent effective tax rate. This amount, 10.88 percent, is shown on line 9.

Lines 10, 11 and 12 calculate the average pension prepaid. NSTAR has one
pension plan that covers all employees and thus has one consolidated prepaid
balance. The amounts shown on these lines represent only the portion of the
prepaid balances allocated to the Company’s regulated distribution companies
according to NSTAR’s actual labor charges in 2003. The allocation percentages
were changed from what was assumed in the Company’s prior Compliance Filing
made on December 1, 2003 in order to reflect actual labor expense booked
amounts. In addition, the Company has reduced the amounts shown on lines 10

and 11 to reflect the removal of transmission-related carrying charges currently
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being recovered through FERC approved transmission tariffs. The 2004 Average
Pension Prepaid amount on line 12 is then reduced for deferred taxes as calculated
on line 13 in order to arrive at the balance subject to a carrying charge on line 14.
When calculating deferred taxes, the company first reduces the average prepaid
by a factor of 0.82, which represents the capitalization deduction used for tax
purposes only on NSTAR’s consolidated tax return. The remaining balance is
then multiplied by the 39.225 percent effective tax rate to determine the deferred
tax amount.

Lines 15 through 19 calculate the average PBOP prepaid balance subject to a
carrying charge and functions similarly to the Pension calculation just describec}.
There are two items worth noting, the most obvious is that the balance is actually
a negative number or a liability, not a prepayment. The second difference is that,
for tax purposes, the company uses a 0.83 capitalization factor on PBOP costs.
Line 20 calculates the Pension and PBOP carrying charge by adding the balances
on lines 14 and 19, and multiplying the total by the Company’s cost of capital
factor on line 9.

Lines 21 through 24 calculate a carrying charge on the  Unamortized
Reconciliation Deferral from hine 1 and the 2004 Reconciliation Deferral from
line 5. These amounts are first reduced by their deferred tax impact on line 22

and then multiplied by the cost of capital factor on line 9.
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Before proceeding with the calculation of the PAF for 2005, the Company must
first calculate an overall adjustment for 2004 PAF amounts. This true-up starts on
line 26 with the Forecasted 2004 Pension/PBOP Adjustment Amount, as shown
on Exhibit NSTAR-CLV-1, Page 2, line 35. From the amount shown on line 26,
the Company subtracts the forecast of 2004 PAM revenues (to calculate the Prior

Pertod Reconciliation Amount on line 28. The forecast of 2004 PAM revenues are

-based on nine months actual revenues and three months forecasted revenues,

collected in accordance with the previous estimate of the 2004 PAM adjustment
factor. The Prior Period Reconciliation Amount represents the difference

between the adjusted 2003 pension/PBOP expense and the PAF revenues that

~were actually collected in 2004,

In accordance with the Department’s directive in D.T.E. 03-47-A, the PAM tariff
includes a calculation of interest at the prime rate on the Prior Period
Reconciliation Amount, positive or negative. The Company has calculated this
interest on line 29 and included it in the Past Period Reconciliation Amount
shown on line 30.

To determine the PAF to be charged to customers in 2005; the forecasted 2005
Pension/PBOP  Adjustment amount on line 31, which is the sum of the
Reconciliation Adjustment on line 7, the Carrying Charges on line 25 and the Past

Period Reconciliation Amount on line 30, is divided by the forecasted 2005 sales
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volumes to arrive at the proposed 2005 Pension Adjustment Factor as shown on
hine 33. The sales volume forecast for 2005 reflects the Company’s current
internal projection of sales and is consistent with the amounts used on NSTAR

Electric’s Transition Charge filings and NSTAR Gas® LDAC filings.

Please explain Page 2, 2004 Pension Adjustment Factor Initial True-Up.

The 2004 PAF Initial True-Up on page 2 of Exhibit NSTAR-CI.V-1 is calculated
much the same as the forecasted 2005 PAF described above, and is consistent
with the Company’s Compliance Filing made in D.T.E. 03-47-A and filed with
the Department on December 1, 2003. The changes reflect the Company’s
current forecast of actual 2004 costs and revenues. This forecast is based on nine
months actual experience and three months estimated costs and revenues. Page 2
has been highlighted to show the numbers that have changed from the Company’s
2003 Complance Filing. Notably, the Department’s order in 03-47-A granted
carrying charges on the 2003 Unamortized Reconciliation Deferral only for the
period September to December 2003, thus the calculated carrying charge on line
28 of page 2 is only for one-third of the full year. The forecast is also affected by
changes in the assumed allocation of Pension and PBOP costs among the NSTAR
Companies and removal of Pension and PBOP costs recovered from transmission
customers. As previously discussed, this is a preliminary true-up only for

purposes of determining the 2005 PAF. The amounts on this page will be revised
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in"early 2005 once the actual 2004 numbers are available. At that time, the
Company intends to file its final reconciliation true-up for the Department’s

review,

Please describe Page 3, Recoverable Pension and PBOP Plan Expenses for
2004.

Page 3 of Exhibit NSTAR-CLV-1 is similar to Page 2 of the Company’s
Compliance Filing made in D.T.E. 03-47-A. This page shows the derivation of
the forecast. Distribution Pension and PBOP expense for 2004. It shows the
current Company allocation percentages on line 1. These percentages are applied
1o NSTAR’s total Pension and PBOP actuarially determined costs to arrive at the
recoverable Pension and PBOP expenses for each utility company. The total
amount shown on lines 2 and 8 reflect the FAS 87 and FAS 106 expense related
to the four regulated companies only. Lines 2 and 8 are then reduced by
approximately 31 percent on lines 3 and 9, which is the Company’s current
capitalization experience. The net cost is then allocated to the individual
companies on lines 5 and 11. The transmission component is deducted in lines 6
and 12 in order to determine the Distribution Pension Expense on line 7 and the
Distribution PBOP expense on line 13. The total is summed on line 14, which is

then brought forward to Page 1, line 3.



10

Testimony of Christine L. Vaughan
D.T.E. 04-118

Exhibit NSTAR-CLV

December 7, 2004

Page 16

Please deseribe Page 4, Recoverable Pension and PBOP Plan Expenses for
2003.

This calculation functions identically to that described on page 3, with the
exception that only amounts for September through December 2003 are included,
consistent with the Department’s order in D.T.E. 03-47-A at 33. Amounts shown
on page 4 reflect actual allocated amounts based on final values for calendar year
2003. Page 4 has been highlighted to show the values that have been changed

from the Company’s December 2003 Compliance Filing.

Does this conclude your testimony?

Yes, it does,



DTE 04-118
Exhibit NSTAR-CLV-I
Annual Filing December 7, 2004

Page 1 of 4
2005 Pension Adjustment Factor Calculation ($'s in millions)
Boston Cambridge Commonweulth
Line Description Edison Electric Electric NSTAR Gas Teatal Bescription

Cal A Col. B Col. C Cal.D Col.E Col. F Cal. G
1 Unamottized Reconciliation Deferrat at 12/3 172003 3 4225 % 2591 § 1172 % 203 3§ 30.022 See Page 2, Line 7
2 2003 Reconciliation Amortization 2113 129 0.586 1017 5011 Line1 * 0.5 (2nd veor of 3-yesr amortization)
3 2004 Pension & PBOP Distribution Expense 20.399 1015 R.611 9.624 35.649 Paged, line 14
4 less: Pension & PBOF Expense Currently in Di Rales 73.185 0,948 7224 4818 16,375 Per Company Recoxds
5 2004 Reconciliztion Deferral (2.786) 0.067 1.387 4.306 3474 Line3-Lincd
¢ 2004 Reconciliation Amorization (0.925} 1022 U462 1.602 1.158 Line 5 /2 (1styear of 3-year amortization)
7§ Reconciliotion Adjustment For 2005 5 1184 § B318 8 1048 3 2619 § 6169 Lme2+Lincé6
&  Carrying Charge Calculation:
¥ Cost of Capital Facter 1G.88% H88% 10.88% 10.85% i0.88% Per D.T.E. 03-47-A {Note 1)
10 Acmal Pension Prepaid at 12/31/2003 {(Neie 2) $ 157912 § B4 § 35385 § 53.835 275.256 Page 2, Line 1]
1 Farecast Pension Prepaid at 12/31/2004 (Nete 2} 162.252 8.347 56907 55.314 282.81F Per Company Records
12 2004 Average Pension Prepaid £60.082 8.235 56.146 34.575 279039  (Line 10+ Line 11372
13 Deferred Tax on Pension {31.490) {2.649) {18.059) (17,554} {§9.751) Line 12" .82 * 039225
14 Pension Balance Subject to Carrying Charge 5 Jog593 § 5587 % 33.087 § 3702t § 189287 Linel2+Linel3
i5  Acwmal PBOP Prepaid at 12/51/2003 § (29.970) § {1542y ¢ {i0512) % a7 § (52.241} Page 2, Line 16
16 Forecast PBOP Prepaid at 12/31/2004 {34.557) (1.778) {12.120) (11781} (60.236) Per Company Records {utility portion)
17 2004 Avcrage PBOP Prepaid (32.263) (1.660) {1L316) (10.999) {56.238) (Line 15 +Line 16) /2
12 Deferred Tax on PBOP 10.504 0.5490 3.684 3.58) 18,305 Line )7+ 83 * 035225
19 PBOP Balunce Subject to Carvying Charge 3 {20.759) § (.119) § 7637) § (7418) §  (37.929) Line 17 +Line 18
20 | Camying Charge on Average Prepaid -3 0447 3 r436 § 3315 § 3.2 | § 16.468 ‘ {{Lme [4 + 19} * Line 9}
21 Reconciliation Deferral S 1439 § 2659 § 2559 % 6.83¢ 3§ 13496 Line1+Line 5
2 Deferred Tax Amount (0.565) {1.043) (1.004) (2.682) (5294} Line 21 * 0.30225
23 Balance Subject 1o Carrying Charge 3 0875 § 1616 § 1.556 3§ 4156 § $.202 Line ZI +Line 22
2¢ [ Carrying Charge or Deferral Batance 5 0095 % 0176 § 0169 § 0452 | 8 ¢:892 | Line 23 ¥ Line ¢
25 | Total Camrying Charges 5 9543 % 0662 § 3483 3 3673 | % 17.36C | Ling 20 + Line 24
26 2004 Pension/PROP Adjustment Ameunt 11245 1998 3.714 4.087 21.044 Page 2, Line 35
27 Tess: 2004 Pension/PBOP Adjusiment Revenue 12,773 1.952 3010 3.55% 21.330 9 month actuals, 3 menths estimale
28 Prior Period Reconciliation Amount {1.528) 0.047 658 0538 (0.286) Line 26 - Line 27
25 Interest at Prime Rate 4,377% {0.067) 0.002 G029 9.023 (0,013} Prime rate as per 220 § 6.08(2)
30 | Past Period Reconiliztion Amount (L595) 0.049 0.697 vs51 | {0:298)| Line 23 +Line 29
M | Rorecasted 2005 PensionPBOP Adjustment Amaunt sam 1028 5.219 6a2] 72231 | Line 7+ Line 25 + Line 30
32 Forccasted 2005 pWh (Mil. Therms for NSTAR Gas) 15,501 1,667 4313 1l Per Comnpany Forecast
3 2005 Pension/PBOP Adjustrent Factor 200059 0.00122 0.00121 0.0134 Line 31 fLine 32

Mote 1: This before-1ax factor is equal to the after-tax factor of 8.F6 percent authorized by the Department.

Nole 2: The balances have been reduced by 5.07% 10 ¢liminate the amount resovered from transmission customers {3.54%) and non-utility businesses (1.53%).



DTE 04-118
Exhibit NSTAR-CLV-1
Annual Filing - December 7, 2004

Pape 2 of 4
2004 Pension Adjustment Factor Initial True-up ($'s in millions}
Boston Cambridge  Commonweslth
Line Description Edison Elcctric Electric NSTAR Gas Taoesl Deseription
Col. A Col. B Col.C “cap CoLE Col ¥ ol &
| Unamontized Reconciliation Deferrat at }2/312002 H 4.198 § 3712 § - 5 - 3 7910 Per D.T.E. 03-47-A (Nokes 1, 2y
2 003 Bension & PROP Distribtuion Expense Sept - Dec : T 19182 Poge 4, Jine K
3 less: Pension & PBOP Expense Cusrently in Distrib. Rates, 4 mo 12.058  Per Company Records (Sept - Duc)
4 2003 Reconciliation Deferral 7133 Line2-Line3
5 2003 Reconciliation Adjusbnent 2374 Lline4/3
& E Calculated Reconciliation Adjustnent For 2004

2l

9

B

2

]
25
26
n
28

2

o
n
krd
ks
A

35

Unamortized Reconciliation Deferral at 12/31/2003

Carrying Charge Calculation:

Cost of Capital Factor

Actual Pension Prepaid at 12/3172002 (Note 4}
Actual Pensien Prepsid a1 12112603 (Note 4)

3 244132

2003 Average Pension Prepaid
Deferced Tax on Pension

259.694
Pensior Balance Subject to Camying Charge

Actual PBOP Prepaid a1 12/11/2002

Actual PBOP Prepaid at 12/31/2003

2003 Average PBOP Prepaid

Deferved Tax on PBOP )
PBOP Balance Subject o Carrying Chacge

[ Cerrying Charge on Average Propaid

275.256

(Line 1 /3} +Line 5
Line T+ Linc 4- Line 6

16.38% 10.38% 1038% Per DT E. 03-47-A {(Note 3)

Per Company Records
Per Company Records
{Line 10+ Line £1) /2

83.529) Line 12* 82 * 039225

§ 176165

Line 12 + Line 13

B (31.708) Per Campany Recards (utility portion)
(53.241) Per Company Records (utility portion}
(51.974) (Line 15+ Linc 16)/2

__iesm

Line 17 ¥ 33 * 039225

§  (35.053) Lme17 +Linc I8

$ 15353 | (gLine 14+ 19) * Line 5)
Existing Reconeiiation Defermal § 4198 § 3712 % - 3 - § 7910 Line]
Deferred Tax Amouns 0.547 (1456} - . (3103) Line 21 * 039225
Balance Subject to Camrying Charge $ 2551 % 2256 § - 5 - £ 4,807 Line 2] + Line 22
Camrying Charge on Existing Deforrel Balance s v 5 0245 § s - Is asa | Line 23 * Line 9

"Unarortized Reconciliation Defersal at 12/31/03
Deferred Tax Amount

3 7.123

Balance Subject to Cartying Charge
Carrying Charge on £2/3F/03 Deferral Balance

5 4.329

Tetat Carying Charges

2003 Actuat Pension/PBOP Adjustment Amount - - - -

Linc 4

(2794) Line 25 * 0.3921%

Ling 25+ Line 26
(Line 27 * Line 9)* 1/3 of vear
Line 20 + Line 24 + Line 25

Line 35 prior year truc-up

Per Company Records

Line 30 - Linc 31

Pyime rate as per 220 § 6,08(2)

less: 2003 Actual Pension/PBOP Adjustment Revenue - - - - .
Prior Period Reconciliation Amount - - - - -
Interest at Prime Rate 4.377% L . - - - - -
Bast Period Reconciliation Amount - - - - ! -

T Line 32+ Line 33

I Forecasted 2004 Pensipo/FBOP Adjustment Amount

Note 1: Includes Boston Edison pension deferral of $4,198 million from D.P.LY. 9297
Note 2: Includes Cambridge Eleciric deferral and carrying charges of $3,712 million from phasc-in of SFAS 106 (D.P.U 52250}
Nole 3: This before-tax Tacior is equal 1o the after-tax factor of 8,16 percent authorized by the Department.

Ling 6 + Line 9 + Line 34

Note:4: The balances have been reduced by 5.07% to climinate the amount recovered from Iansmission customers (3.54%) and nor-utility businesses (1.53%).



09L9T6

1unoooe 1} ate saafo[dus Joarrp Aueduwos 10§ saSreyo S1yM ‘0009T6 WNGO0R Ul are seaiojdits Awredilos S0IAISS 0] SAAIEYD)

"d0dd pue voisuad 03 S[qEINGLILE SIUNOITE 941 Jo Siuanodutos sty A[Uo apnjoul WSTULYsSL
SI) Japun SJUNOUNE 3[qr1aA03y "Auedwoy) sen 2 o129l YV.LSN wolp ssumdwon At o1 pafmys 21 sty [B10], «

T[] pue gsaujowng | 4296 § 119°8 $ S10L & 668707 % sesuodx we[d JOEJ PUB UOISUS UOINIQLINS(] S[qRI2A005Y [BIOL | ]
Clpue pyssunjowng zob'y § £66'¢€ § Iv0 § o6cv6 % asuadxg JOgd uounquusy €1
%FS't - &rro) (L10°0) (Lreo) (AJuQ o1moars) weouodwoy) uorssiwsuery jssap  Cl
Ol AW T HI0D « TRUWT ¢9P% § Ovly § 8390 § 9086 $ wn (09LIT6 72 0009T6) 2suadxy el O 214B10A002 11
6 pie § soul] Jo wmng 96881 % ssuadxq JOdd 01
YL Ot (6LE®) (0zE9z6 Wnoooy) [ende) o1 padrey) 4
SLTLT % (0Z£976 1N0X0Y) 1500 JOId 8
gpuegssuffjowng {91°'c § BI9F § vrs0  § 0b601 % asusdxg uoisuaj uoungunsiy L
%Vs'E - (691°0) {0200 (1ov Q) (AjuQ o1aoa[g) Jouodor) UoSSIHSURI] 5587 9
PO gIoD £ 13U 9IS § 88L'Y § $960  § IvEIT § (094976 % 000976) 2susdxq Ue[J UCISUS] o[qRIdA0OSY
€ pue 7 soul] Jo wng 55817 § ssuadxg uoisusd ¢
%CL'0t (z69°6) (001976 unoooy) [ende) o)y padreyy ¢
LS § L8 SV 12d (001976 Juno0dYy) 3800 UoISUSd T
suoupooy|y Auedwo)  %ZYEC %l6’[2 %085°T %68'LS (dreumss p(z) saudg dakojdwy 9zZ6 Junoddy |
DioD 4190 q100 aen 270D g0 V10D
uondiiasag sexy LI ALNIT uosipg 2 00 SED unenY ury
WVISN Wesmuowmwo)y Fpuagmz)  woisog 3 MY
UVISN
(suoypiux ut §,$) 00z 104 sesuadxy ueld JOHd PUE UOISUIJ A[BIIA0CIN]
WISIURYIIPN Judsunsnipy uolsuag 007
t 30 £ 28eg

$00Z ‘L 15que0aq + Buli [entuy
[-ATO-dV LSN Hayxa
$11-40 LA



09L9¢5
junoase ul are saskorduws joa1p Aueduros tof sa8reys a[Iym ‘0009TE ILUN0ce Ul are seefojdws AUedon a31AISS 10 SOTIBYYD) 44

‘d0dd pue uoisuad 0} S[qRINGLNE SIUNOE 24 JO SUuedwod iy AJue apnjouT WSTURYISU
ST IopUrn SIUNOUIE 8]qrIea00sy “Auediio)) sery 7 dele MY.LSN wol serredurory L1 0) paSreys ale siIoudg [e10] 4

11 pue g Saulj JO wng mowmmaxm el I JO9d pue nomwcu& ﬁcﬁﬂnmbmwﬂ AABIDADOYY el 1
1 pue {[ sauf Jo wng asuadxy JOgd wounquusyq  £1
YbS'E (£uQ owoalg) msuodinoy) uotssimsuery ssay  CI
01 9WIT ‘g 10D 4 T 8Ur'y *x (094976 % 000976) 9susdxy ue[d JOHd dJqeiza00sy  []
6 pue g saur] jo wng ssuadxg JOdd 01
(07£976 1unooay) aide o) pedreyy 6
(0zE9Z6 mnoooy) 1500 JOAd. 8
g pue ¢ sauj Jjo wng osuadxd uorsuag uonnquusyy L
%St (Ao atyoary) wenodwoyy uorsspwsuery sse] 9
pouT "G 100 4 [ U] (09£976 % 000976) ssuadxy UBld UOISUS] J[quIRA00aY  §
€ pue z saurj Jo wng ssuadxs wotsusd
(001976 unoaoy) [ende) o1 padreyy ¢
L8 SV 4 12d (001976 1un0adY) s0s vOISUS T
88 (33 - *dag ¢007) sigaudg RAopdwry 976 RONY |
010D 410D 110D aied D190 a0 V19D
uonpdirasaqg sen RIRVREIE I uosipy 2 0D SES) uUnONY g

AVISN Wedauowmme)) 8puque)  uoysog & NI
AVY.LSN

(suogprur ug §,%) €007 10, sosuadxy ued JOGJ PUE UHOISUI J FLIIA0IIY
WSIULYIAA] Juaunsnfpy uolsua g $007
pJoadeg
POOZ *L 10quisda( - uljL [enuuy
[-ATO- ¥V LSN Hqryxyg
RII-+0 LA



